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1. Introduction

Public sector pay cuts and freezes have been frequently imposed by national
policy makers to cope with the current economic crisis. This in particular
applies to those countries that were in need of international financial
assistance, because the financial bail-out packages were subject to the
implementation of certain reforms, which always included public pay cuts and
freezes (Schulten and Müller 2015). Two main arguments and justifications
have been used by European and national policymakers for cuts and freezes of
public sector pay in the context of the crisis: The first one refers to the need to
reduce public spending in order to stabilize government finances and to
reassure bond markets. The second main argument refers to the need to reduce
the public sector wage bill in order to improve private sector competitiveness. 

The first line of argument follows the logic of expansionary austerity (Giavazzi
and Pagano 1990; Alesina and Ardagna 2010), which implies that under certain
circumstances, major reductions in government spending might actually
expand private consumption, and thereby lead to overall economic growth. The
underlying rationale of this logic is what Paul Krugman (2013) called “the belief
in the confidence fairy”; i.e. the fact that credible attempts at fiscal
consolidation by seriously cutting public spending will increase the market
actors’ confidence and – based on low interest rates – will induce them to
higher investment and consumption spending right away, thereby creating
growth and employment. Since public sector wages on average account for
more than 20% of total public spending in the EU (Hernández de Cos and
Moral Benito 2013: 15), cuts and freezes in public sector wages play a major
role in this approach. 

This is not the place to review this line of argument in more detail. Ample
criticism was raised by Krugman, who showed that the effects of the
“confidence fairy” were not strong enough to offset the direct negative
economic consequences of cuts in public spending in terms of depressed
demand (Krugman 2013, 2014). Further support for this critical view has been
provided by recent working papers published by the IMF, which found that the
method used by previous studies to identify fiscal consolidation tended to
overestimate the expansionary effect while at the same time downplaying the
contractionary effects (Guajardo et al. 2011, Blanchard and Leigh 2013).

The main focus of this paper is on the critical review of the second main
argument put forward to justify cuts in public sector wages: the assumed
positive effect of cuts in public sector wages on private sector cost
competitiveness. This justification is based on the assertion that “excessive”
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wage developments in the (sheltered) public sector drive up wages in the
(exposed) private sector, undermining the (cost) competitiveness of the export-
oriented sector in these countries. This assertion is politically highly influential
and finds its clearest institutional expression in the Euro Plus Pact from 2011
which explicitly calls on EU member states to “ensure that wages settlements
in the public sector support the competitiveness efforts in the private sector”
(European Council 2011: 16). Similar demands and policy recommendations
were also part of the memoranda of understanding between the Troika and
Greece, Ireland, Portugal and more recently Cyprus.

The key objective of this paper is to provide a critical assessment of the
empirical evidence and the underlying assumptions on which these policy
recommendations are based. In section two, we will first review the findings
of current cross-national comparative studies on differentials in public and
private sector pay levels and assess the widespread claim that there is an
“unjustified” public sector wage premium – i.e. a wage premium which is not
justified by individual characteristics such as higher educational attainment,
skills levels and age/seniority of public sector workers. In section three we will
examine recent studies on the relation between public sector wages and
competitiveness and discuss the widespread assumption of public sector wage
leadership. In section four we will present our own empirical investigation on
pay levels and developments in the public and private sector based on an
analysis of data from the Eurostat Labour Cost Statistics. Finally, the
concluding section will summarize the key results and what this means for the
role of public sector wages in the broader context of the current crisis
management.
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2. Public and private sector wage levels –
is there an “unjustified” pay gap?

2.1 Methodological problems with the analysis of
private and public sector wages

There is a widespread view that throughout Europe, average wages in the
public sector tend to be higher than in the private sector. The European
Commission has recently published two major comparative studies which try
to provide empirical evidence for a significant public-private sector pay gap
(De Castro et al. 2013, European Commission 2014a). Comparing public and
private sector wages, however, always raises the fundamental methodical
problem that official data such as that provided by Eurostat or other national
and international data providers do not distinguish between the two sectors. 

The study by the European Commission (2014a), for example, refers only to
government wages and therewith excludes major parts of the public sector such
as education, health and social services. As wages in public administration are
usually much higher than in other public services (Christofides and Michael
2013), a narrow focus on government wages systematically overestimates wage
levels in the public sector. The study by De Castro et al. (2013) tries to avoid
this problem by using data of the European Structure of Earnings Survey (SES),
which contains information on whether the employees are working in a
company under private or public ownership. With the focus on ownership,
however, the European comparison of public-private sector pay gaps is not
based on a common definition but is heavily influenced by the highly variable
national composition of the public sector.

Apart from the problem of using an adequate definition of the “public” and
“private” sector, comparisons between public and private sector wage levels
also have to take into account various composition effects, since employees in
the public and the private sector show strong differences regarding their
individual and occupational characteristics such as skills, gender, age,
experience and education. The public sector, for example, has in many
European countries seen an increasing outsourcing of low-skilled and low-paid
activities to the private sector, which statistically increases average wages in
the public sector without a change of the wage situation of the remaining
employees (Vaughan-Whitehead 2013: 18). 
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There is a large body of literature dealing with differences in public and private
sector wage levels on a single-country basis1. Due to the problems in obtaining
homogenous cross-national comparative data, it is only fairly recently that a
range of studies have addressed this issue from a comparative perspective. The
main focus of our review of the empirical evidence will be on the results of these
more recent comparative studies. The objective of many of these studies
published by the European Central Bank and the European Commission’s DG
ECFIN has been to investigate whether there is an “unjustified” wage premium
in the public sector – i.e. one that cannot be explained by differences in
individual or occupational characteristics. The underlying assumption of these
studies is that an “unjustified” public sector wage premium spurred by
“imprudent and sub-optimal wage-setting in the government sector may have
been at the source not only of mounting public finance problems and fiscal
pro-cyclicality in good times, but could have contributed to sow the seeds of
competitiveness losses spreading to the tradable sector and feeding growing
imbalances” (European Commission 2014a: 2). Thus, what these studies are
actually trying to show is that excessive public sector wage developments in
the southern European countries is not only one crucial factor contributing to
their public debt problems, but that it is also is a major cause of their
competitiveness problems. We will engage with this argument in the next
chapter of this paper. Before doing this, we will summarize what the
comparative studies have to say about the impact of individual and
occupational characteristics on the public-private sector pay gap. 

2.2 Empirical findings on the public-private sector
pay gap

The overall picture drawn by recent comparative studies on public-private
sector pay differentials is rather diverse and often inconsistent. According to
de Castro et al. (2013: 18), there is an “unexplained” average public sector pay
premium for the whole EU of 3.6%. Compared to the overall difference of
10.5% found by de Castro et al. (2013: 16) when not taking into account
individual characteristics, the unexplained component is fairly small. However,
this average figure obviously masks large national differences, ranging from a
positive pay premium of more than 20% in Ireland, Cyprus and Luxembourg
to a negative pay premium of more than 15% in Estonia and Hungary (de
Castro et al. 2013: 17). Another interesting aspect is the fact that for some
countries (i.e. Bulgaria, Czech Republic, Latvia, Estonia, France, Romania and
Slovakia) a positive overall pay difference turns into a negative public sector
pay gap when controlling for individual and occupational characteristics.

A further factor to be taken into account when looking at the public-private
sector pay gap, are the diverse results of different cross-national comparative
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studies, because there are significant differences as regards the size of the pay
gap. For Belgium, Spain, Italy, Portugal and Slovenia, the pay gap established
by de Castro et al. (2013) is considerably lower than that found by Giordano
et al. (2011). For France the difference is even more striking. Whereas Giordano
et al. (2011) found a public sector pay premium, the findings by de Castro et al.
(2013) and the European Commission (2014a) suggest the existence of a public
sector pay penalty for France. 

The variation in research findings can be explained by a whole range of factors.
One of the most important factors obviously is the data source used. The
Eurostat Structure of Earnings Survey (SES) used by de Castro et al. (2013)
and the European Commission (2014a) for instance does not include wage data
from workers belonging to NACE category O (public administration and
defence; compulsory social security) or from so-called “micro-companies” with
less than 10 employees. The exclusion of such a substantial part of the
workforce may influence the research findings on the pay gap. In particular,
since in 2011, almost 30% of employees in the EU-28 worked in such micro-
companies (Eurostat 2013: 2).

Another factor related to the choice of the data source is the difference in the
definition of the public sector. The SES definition for instance refers to all
employees that report to be employed in entities owned by the government –
i.e. with a public property share higher than 50% (European Commission
2014a: 15). This definition is problematic because, as already mentioned, the
results are heavily influenced by the differences in the composition of the
public sector. By contrast, the EU-Statistics on Income and Living Conditions
(EU-SILC), which Giordano et al. (2011) used for their analysis, is based on
NACE categories. According to the EU-SILC, the public sector includes workers
who are employed in one of the following sectors: Public administration and
defence; compulsory social security (NACE category O), education (NACE
category P) and human health and social work activities (NACE category Q).

Another factor that influences the measurement of the pay gap is the type of
wage considered. Giordano et al. (2011: 21) found that using monthly gross
earnings rather than hourly gross earnings decreases the pay differentials by
almost 3 percentage points – which in turn is almost as much as the
“unexplained” average public sector pay premium established by de Castro
et al. (2013).

The time period covered obviously has an impact on the results as well. The
latest SES dataset used in the studies by de Castro et al. (2013) and the
European Commission (2014a) dates back to 2010. The study by Giordano et
al. (2011) only covers the period 2004-2007. This not only leads to different
results but it also means that there is a considerable time lag, such that the
findings do not take into account the far-reaching cuts and freezes in public
sector pay which took place in the light of the crisis in particular in the southern
European countries (for an overview see Grimshaw et al. 2012, ILO 2013,
Schulten and Müller 2015). 
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With all these caveats in mind, it is possible to distill the following key findings
of more recent cross-national comparative research that controls for individual
and occupational characteristics. According to the studies issued by the
European Commission, there seems to be a public sector pay premium in many
western European countries plus Slovenia, and a public sector pay penalty in
the central and eastern European countries plus France, Denmark and Finland.
For Lithuania, Malta, the Netherlands, Romania and the UK, no significant
differences were found in the most recent studies by de Castro et al. (2013)
and the European Commission (2014a). 

A similar diversity of results can be found with respect to the analysis of the
gender-specific public-private sector pay gap – both across the various EU
countries as well as across different studies for the same country. Most older
studies yielded a clear public sector pay premium for female workers (Giordano
et al. 2011; Holm-Hadulla et al. 2010; Lucifora and Meurs 2004; Ponthieux
and Meurs 2005). However, more recent studies found no “clear-cut” and
“broad-based” evidence of such a wage premium (European Commission
2014a: 18; De Castro et al. 2013: 28). According to the studies by de Castro
(2013) and European Commission (2014a), female public sector workers enjoy
higher earnings only in “old” EU member states such as Germany, Spain,
Ireland, the Netherlands, Belgium, Italy and Portugal.

The diversity of results is illustrated in Table 1 which summarizes the findings
of some selected cross-national comparative studies with respect to the gender-
specific public-private sector pay gap in France, Germany and the UK – three
countries that were included in most comparative studies. Table 1 illustrates
that the results are particularly diverse for France, ranging from a small public
sector pay penalty for female workers (De Castro et al. 2013; European
Commission 2014a) to a fairly significant public sector pay premium for female
workers in the studies by Grimshaw et al. (2012) and Ponthieux and Meurs
(2005). Once again the differences can be explained by a range of methodical
aspects such as the use of different data sets and econometric techniques, the
selection of different time periods and of course different definitions of public
(and private) sectors. 

The results for other individual characteristics such as age and educational
attainment are similarly diverse which makes it difficult to draw general
conclusions. Concerning the impact of educational attainment, most of the
studies confirm the findings of previous studies that there exists a public sector
wage premium for workers with lower levels of education and a pay penalty
for workers with higher education. However, as the studies by de Castro et al.
(2013) and the European Commission (2014a) show, there are also counter
examples of countries such as Austria, Belgium, Cyprus, Ireland, Italy,
Luxembourg, Portugal and Spain, where there exists a pay premium for high
education public sector workers. Moreover, on average the public sector pay
premium seems to be higher for older workers – but when also controlling for
gender, the public sector premium seems to be higher in particular for young
and older female workers (de Castro 2013: 28). 

Torsten Müller and Thorsten Schulten

10 WP 2015.08



All in all, de Castro et al. conclude that the overall public sector premium
– where it exists – can “mainly be explained by the sizeable gaps observed at
lower job positions” (2013: 28). Christofides and Michael came to the same
conclusion stating that “less educated workers tend to have larger unexplained
gaps” (2013: 23). The latter is consistent with the findings of industrial
relations research which found that the often more centralized wage formation
systems in the public sector promote lower wage dispersion than in the private
sector (Schulten and Brandt 2012). 

Interestingly, of the cited studies, only the one by Giordano et al. (2011) and
the European Commission (2014a) actually investigate the role of
institutional factors such as trade union density and bargaining power,
private sector employment protection legislation (EPL), and the size of general
government as an employer. The results show only limited impact of
institutional factors – at least when judged on the basis of statistical
correlations. According to both studies, the trade unions’ bargaining
power measured in terms of the unions’ right to strike and trade union density
is not significantly positively correlated with a public sector wage premium.
This finding goes hand in hand with the finding concerning the size of the
public sector and the importance of general government as an employer.
This factor seems to be negatively related to the public sector pay premium.
According to the European Commission (2014a: 20), this can be taken as a sign
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Table 1 Research results on public-private pay gap from selected studies

Data source

SES Data (Eurostat), average hourly
earnings for 2006 and 2010

SES Data (Eurostat), hourly gross
earnings for 2010

EU-SILC, gross hourly pay

National data, gross average, 2010

OECD data 

National data – log hourly wage

ECHP, gross monthly pay, 2000

Authors

De Castro et al.
(2013)

European
Commission (2014)

Giordano et al.
(2011)

Grimshaw et al.
(2012)

Holm-Hadulla et al.
(2010)

Lucifora and Meurs
(2004)

Ponthieux and
Meurs (2005)

Workforce group

All, Male, Female

All, Male, Female

All, Male, Female

All, Male, Female

All, Male, Female

All, Male, Female

All, Male, Female

All, Male, Female

Male FT, Female FT

All, Male, Female

All, Male, Female

All

All

Male, Female

Male, Female

Male, Female

Male, Female

Male, Female

Public-private wage gap

0.96, 1.00, 0.95

1.10, 1.08, 1.13

No significant wage gaps
(all figures 2010, adjusted)

0.96, 1.00, 0.95

1.10, 1.08, 1.13

0.99, 1.00, 0.98
(adjusted)

1.11, 1.02, 1.19

1.05, 1.04, 1.07
(adjusted)

1.10, 1.13 

0.93, 0.95, 1.04

1.15, 1.17, 1.29

1.22

1.04

1.05, 1.10

1.07, 1.13

1.13, 1.26

1.12, 1.21

1.02, 1.18

Countries

France

Germany

UK

France

Germany

UK

Germany

France

France

Germany

UK

Germany

France

France

UK

France

Germany

UK

Source: Authors’ compilation on the basis of Grimshaw et al. 2012: 23



that a larger government sector can use its monopsonistic bargaining power
to push through lower wages in negotiations (or to set wages accordingly in
countries where there is no tradition of collective bargaining in the public
sector). 

This brings us to the impact of wage-setting arrangements more generally.
Here, the European Commission reports some evidence that the share of
countries with a positive public sector wage premium is lower amongst those
countries in which public sector wages are negotiated than amongst those
countries in which public sector wages are traditionally set unilaterally by
government decision (2014a: 20). In their study, the European Commission
takes this as a partial confirmation of the hypothesis that public sector wage
premia tend to be lower in countries where government wages are set through
collective bargaining rather than through unilateral legislative decisions.

The only seemingly unambiguous result concerned the impact of the private
sector employment protection legislation. The European Commission
study found a statistically significant correlation between strong employment
protection in the private sector and a public sector pay premium (2014a: 20).
This can be explained by the fact that in the light of strong private sector EPL,
wages in the public sector need to be high in order to attract workers to the
public sector. 

Another factor considered was the type of contract/employment. In this
respect the study by the European Commission (2014a: 16) found some
evidence suggesting a public sector premium for permanent and fixed-term
contracts and apprentices. Breaking down the analysis to sub-sectors of the
public sector, Giordano et al. (2011: 21) found that the public-private sector
pay differentials are generally higher in the education and the public
administration sectors rather than in the health sector. However, the authors
also point out that this result should be taken with a grain of salt, because the
larger differentials for the education sector, for instance, may partly be
explained by the fact that teachers for instance may have underreported their
hours worked by only referring to the number of hours they spend teaching
(Giordano et al. 2011: 19). Since, however, hourly wages are calculated “by
dividing the employees’ gross monthly earnings by the hours they usually work
each week” (Giordano et al. 2011: 16) reporting errors on the hours worked
potentially distort the results. 

From the summary of the key findings of recent cross-national comparative
studies, it should have become clear that there is no straightforward answer to
the question posed at the beginning – whether or not there is an “unjustified”
public sector wage premium. Partly this is because of the strong inter-country
variation of the findings, which – echoing Grimshaw et al. (2012: 22) – calls
for a more detailed understanding and qualitative analysis of country patterns
and wage setting mechanisms. Partly this is also because of the intra-country
variation of the findings; i.e. the differences in the findings for one country
depending on the data set and the statistical method used for the analysis.
Some methodical problems concerning the sample construction, the definition
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of public and private sectors and the choice of the time period covered have
already been mentioned. Another more general shortcoming of the data
mentioned by Giordano et al. (2011) is the fact that it is almost impossible to
capture the whole pay package when comparing developments in the public
and private sector because the data is simply not available. This concerns fringe
benefits which are typically higher in the private sector, pension rights which
are generally higher in the public sector, but also non-monetary factors which
might influence the employees’ preference to work either in the public or the
private sector.
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3. Impact of public sector wages on
competitiveness – is there a wage
leadership of the public sector?

The debate about the public-private sector pay gap feeds directly into the
broader political debate about the relationship between the development of
public-private sector wage differentials and a country’s competitiveness (and
linked to this, the development of macro-economic imbalances). At the heart
of much of this debate is the assumption that spillovers from “excessive” wage
developments in the (sheltered) public sector contribute to competitive losses
of the (exposed) private sector, and in doing so contribute to the growing
external imbalances within the EMU. According to the currently dominant
interpretation of the crisis, one of the key challenges in particular for small and
open economies is that wages are set in the non-tradable (i.e. public) sector in
such a way that the cost competitiveness of the tradable (i.e. private) sector is
not undermined (Lamo et al. 2012: 230). Against this background, the
objective of the remainder of this section is to assess the validity of this
assumption by reviewing the empirical evidence provided by current research.

3.1 Different mechanism on how public sector wages
might influence competitiveness

The relationship between public-private sector wage differentials and
competitiveness is closely linked with the research into the “unjustified” public
sector wage premium outlined above. According to the literature, there are
essentially three different mechanisms how changes in public sector wages may
affect private sector wages and competitiveness. The first mechanism is seen
to act more directly through established practices of public sector wage
leadership. Following this logic, public sector wage growth may have a
signaling effect exerting pressure on private sector negotiators to follow
developments in the public sector (Afonso and Gomes 2008: 27). The second
mechanism is related to the labour market, because “unjustified” public sector
wage premia may lead to a persistently sub-optimal supply of skilled labour to
the private sector which pushes up the equilibrium wage and in doing so
negatively affects national competitiveness and growth potentials (European
Commission 2014a: 3). The third channel is related to a price effect, because
“excessive” wage developments in the public sector drive up aggregate national
inflation (if not compensated by private sector wage moderation) with negative
consequences for relative price competitiveness and export performance thus
leading to current account deficits (Johnston et al. 2013: 17). 
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The statistical correlation between the development of public-private sector
pay differentials and the development of the current account balance has been
investigated by the European Commission (2014a) using data from the OECD
and the DG ECFIN Ameco database for the period 1999-2007. The
Commission study found that “deteriorations in current account balances were
somewhat more marked in countries where government wages were growing
at faster pace than manufacturing wages” (2014a: 29). However, a closer look
at the data reveals that this argument only stands up for Ireland and Italy.
There are several examples which prove the opposite. Poland and Hungary,
for instance which according to the Commission study are the two countries
with the highest annual average growth in public-private pay differentials,
show no negative developments in the annual average change in their current
account. Other counter examples are France and Finland. According to the
Commission study, these two countries report the same negative annual
average changes in their current account as Ireland and Italy, but the annual
average change of the public-private wage differential in France and Finland
is actually slightly negative. The Commission study, therefore, provides no
clear-cut empirical evidence for a causal relationship between the development
of wage differentials and current account developments. 

An institutionalist variant of this argument has been put forward by Hancké
(2013) and Johnston et al. (2013), who found a positive correlation between
small public-private sector pay gaps and a positive export performance and
current account surpluses as two indicators for a country’s competitiveness.
According to their argument, the different export performances and current
account developments can be explained by the countries’ different institutional
capacities to prevent “excessive” public sector wages from undermining private
sector competitiveness through different mechanisms of coordinating wage
developments in the two sectors. Thus, for Hancké (2013) and Johnston et al.
(2013), the national differences in wage-setting arrangements are the key factor
explaining national differences in competitiveness. 

They state that the most successful countries are therefore the ones in which
the wage-setting institutions link wage growth in the sheltered (public) sector
to wage developments in the private sector exposed to international trade –
and in doing so ensure overall wage restraint. According to Johnston et al.
(2013: 21), this can best be achieved in systems with exposed/private sector
wage leadership and in systems in which the state plays an important role in
wage-setting. Johnston et al. (2013: 23) identify three different variants which
fulfill these criteria: (1) systems of pattern bargaining with export sector wage
leadership like in Austria, Germany and Sweden; (2) state-coordinated systems
like in Belgium and France; and (3) systems of incomes policy and wage pacts
with high governability like in Finland at different points in time and in the
Netherlands in the early 2000s. 

By contrast, the key problem of countries like Spain, Italy, Portugal and Ireland
was that their peak-level bargaining systems with low governability lacked the
capacity to constrain sheltered sector wage growth. This in turn led to an
increase of aggregate national inflation and real exchange rate which eventually
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resulted in a deterioration of price/export competitiveness. Thus, following
this argument, even though there is not necessarily a direct link between wage
developments in the public and private sector, excessive public sector wages
can still influence competitiveness developments in the private sector through
its impact on national inflation.

Based on this analysis, Johnston et al. see the need for a “symmetric adjust -
ment” (2013: 40) which implies a policy of wage moderation in the southern
European countries and simultaneous wage increases in the northern European
surplus countries in order to boost demand. This process of “symmetric adjust -
ment” needs to be underpinned by structural adjustments of wage-setting
systems in the southern European countries in order improve their capacity to
coordinate wage developments in the public and private sectors with the exposed
private sector in the driving seat. The argument by Johnston et al. (2013) rests
on two assumptions. The first assumption is that public sector wages in
particular in the southern European countries outpaced private sector wages.
The second assumption is that public sector wages exert a strong influ ence on
private sector wages by whichever channel. In the following this paper will
review the empirical evidence provided by the literature on wage leadership
which explicitly analyses the interaction between public and private sector wages
and the factors which determine either public or private sector wage leadership.

3.2 Is there a public sector wage leadership?

At a more general level, the analysis of an OECD dataset for 18 countries by
Lamo et al (2012a) shows that overall private sector wages exert a stronger
influence on public sector wages rather than vice versa. This is in line with the
findings of other studies such as the one by Pérez and Sánchez (2010) who also
found a strong signaling effect of private sector wages and the one by Zeilstra
and Elbourne (2014) who in their single-country study of the Netherlands
found no indication of a public sector wage leadership. However, as table 2
illustrates, the study by Lamo et al. (2012a) also shows that the direction of
the influence differs depending on whether one looks at developments in the
short-run or in the long-run. Two findings deserve to be highlighted: firstly, in
all the countries the long-run public sector wage leadership turns into a private
sector wage leadership when looking at the relationship between the two
sectors in the short-run (for Ireland and the Netherlands no data was available
for the short-run relationship). The second surprising result is that in particular
in the southern European countries Greece and Portugal in both the long run
and in the short run, private sector wages influence public sector wages rather
than the other way round. This runs counter to the commonly made argument
that in the crisis countries in particular excessive wages in the public sector
drive up wages in the private sector. The explanation given for this finding is
that stricter EPL in these countries gives private sector unions a stronger
bargaining position independent of developments in the public sector, which
in turn might weaken the influence of public sector wages (Lamo et al. 2012a:
241). As a matter of fact, a short-run public sector wage leadership was only
found for Spain and (to a lesser extent) in the UK.
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However, another study investigating short-run relations between wage growth
in the government and in the private sector found that private sector wages are
much more responsive to government wage increases than the other way round
(European Commission 2014a,). According to the Commission study, a 1%
increase of government wages raises private sector wages by almost 1% on
average. The strongest short-run private sector responses to government wage
increases were found in Italy, Portugal and Spain (European Commission
2014a: 27). In another paper, however, the European Commission came to the
rather different result that “manufacturing wages usually have a greater impact
on government wages” which “is arguably because private sector wage
leadership is more common than public sector wage leadership” (2014c: 34,
our emphasis).

However, since the studies by the European Commission on wage leadership
are merely based on statistical correlations and do not take into account
country-specific institutional factors such as wage-setting systems and
practices of wage leadership, the studies have little to say about the factors that
actually account for this specific relationship. The number of studies that
explicitly investigate the institutional determinants of the linkages between
public and private sector wages is very limited. Among the few that exist is that
by Lamo et al. (2012b) which, on the basis of a statistical analysis of an OECD
dataset for 18 countries, explicitly investigates the institutional factors that
determine public sector wage leadership. The authors found that neither EPL
nor other institutional features such as the degree of bargaining coordination
and trade union density play a significant role in determining public sector
wage leadership. This is surprising because it contradicts Lamo et al.’s
argument that strong EPL in the southern European countries weakens the
influence of public sector wages on wage developments in the private sector
(Lamo et al. 2012a: 241). 

According to Lamo et al. (2012b: 5), public sector wage leadership is more
likely when the government is involved in the bargaining process, in highly
centralized bargaining arrangements, and in collective bargaining systems with
a predominance of regional negotiations. By the same token, the following
institutional factors reduce the probability of public sector wage leadership:
stronger exposure of the private sector to international competition and the
prevalence of company-level bargaining (Lamo et al. 2012b: 6). 
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Table 2 Public-private sector wage leadership (1970-2006)

Public sector wage leadership

Private sector wage leadership

Short run

Spain, UK (to a lesser extent)

Austria, Belgium, Canada, Denmark,
Finland, France, Germany, Greece,
Italy Netherlands, Portugal, US

Long run

Belgium, Denmark, Finland, France,
Germany, Ireland, Norway,
Netherlands

Austria, Canada, Greece, Italy,
Portugal, Sweden, Spain, UK, US

Source: Lamo et al. 2012a



A more holistic approach was chosen by Brandl and Traxler (2008) and Traxler
et al. (2008) in their analysis of pattern bargaining in Austria as one variant
of wage leadership more generally by combining quantitative and qualitative
methods. Whereas the statistical analyses merely focused on the outcome of
the bargaining process and its correlation with a range of variables, the
combination of quantitative and qualitative methods not only enables a closer
look at the process as such but it also means that the analysis of the
determining factors is actually based on the account and interpretations of the
people directly involved in the negotiations. Thus, power relations and the
actors’ interests are also considered in the analysis. The downside of this more
holistic approach is the trade-off between the depth and breadth of the analysis. 

Against this background, Brandl and Traxler (2008) and Traxler et al. (2008)
found that the key factor that underpins wage leadership of the metalworking
sector in Austria is the powerful position of the metalworking union relative
to the other sectors – and in particular to the public sector union, which at the
time of writing actually had more members than the metalworking union. It is
therefore the specific combination of the following factors on which the
metalworking union’s leading role is based: the large and powerful member -
ship base, the macroeconomic weight of the metal industry in Austria, the
formal constraints on public sector union’s bargaining power including the
right to strike and, finally, the “bargaining routines that reinforce expectations
of pattern bargaining in the media and the public to the extent that even
reluctant bargaining units feel compelled to follow” (Traxler et al. 2008: 54). 

The findings for the single case of Austria illustrate the need for more
contextualized and actor-based analyses in order to include into the analysis
the dimension of power and the interests and perceptions of the actors
involved. This is not to disregard the findings of statistical analyses. They
provide important insights into empirical phenomena. However, in view of the
inter-country and intra-country variation of the results depending on the data
used and the statistical methods applied, there is an obvious need to
complement quantitative analyses with more in-depth qualitative analyses.
This would enable moving from mere description and educated guessing
towards understanding and from discovering correlations towards actually
establishing causal relationships.
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4. Public and private sector wages in
Europe - an empirical investigation of
recent developments

As the existing empirical studies have not yielded a clear picture either of the
levels or of the different developments of public and private sector wages, in
this section, we will present the results of our own empirical investigation. In
the following we examine available comparative data from the Eurostat Labour
Cost Survey (LCS) and the Eurostat Labour Cost Index (LCI) respectively which
have not been utilized in other studies so far. Compared to other data sources,
such as the SES or the EU-SILC data, using the Eurostat data on labour costs
has two main advantages. First, since the labour cost data is broken down into
three main categories (gross wages and salaries, employers’ social security
contributions and other labour costs), the data provides detailed information
about wages and salaries on an hourly, monthly and annual basis. This
distinction can be very important because – as will be shown later – it can make
a substantial difference when comparing pay levels and developments in the
public and private sector. Another advantage is the broader coverage supplied
because the Eurostat data on labour costs is provided at an aggregate level
which comes close to the definition of the private and the public sector. The
“private sector” comprises all economic activities which according to the
standard statistical classification of economic activities are covered under the
NACE Codes B-N and are summarized by Eurostat under the term “business
economy”. The “public sector” includes all economic activities covered by NACE
Codes O-S including public administration, defense, compulsory social security,
education, health and social services, entertainment and recreation and other
services2. However, the presentation of the data at a highly aggregated level
also comes at a cost because it is not possible to take into account and to control
for individual characteristics such as gender, age, seniority, educational
attainment and skills levels which, as other more recent comparative studies
have shown, tend to reduce the public sector pay gap substantially.

4.1 Average public and private sector wage levels in
Europe in 2012

The most recent available LCS data, on which our analysis of public and private
sector wages in Europe is based, is from 2012 and covers 23 out of 28 EU
countries (Table 3).3 No data was available for Austria, Belgium, Greece, Malta
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2. It should be mentioned that the Eurostat labour cost data does not include wage data for
establishments with less than 10 employees.

3. All data is available online under : http://ec.europa.eu/eurostat/data/database



or Sweden. It covers the year 2012 which in contrast to most other studies has
the advantage that it includes already some of the cuts in public sector wages
which were imposed after the outbreak of the crisis in 2008 and 2009
(Schulten and Müller 2015). 

The Eurostat data shows that there are still enormous differences among the
countries in both private and public sector wage levels, ranging from an hourly
wage of more than 35 Euros in the Danish private sector to less than 3 Euros
in Bulgaria. Comparing the two sectors, in most countries, hourly public sector
wage levels were in a range between 15 percent below or above wage levels in
the private sector. The two most extreme cases were Hungary with a public
sector wage of only 81.2 per cent of the wage paid in the private sector, and
Ireland where public sector wages were 34.4 percent above the wage level in
the private sector.
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Table 3 Wages in the private and public sector, 2012
(per employee in full-time units, establishments with 10 employees or more)

Bulgaria

Croatia

Cyprus

Czech Rep.

Denmark

Estonia

Germany

Finland

France

Hungary

Ireland

Italy

Latvia

Lithuania

Luxembourg

Netherlands

Poland

Portugal

Romania

Slovakia

Slovenia

Spain

UK

EU 28

Private Sector: NACE Code B-N (Business economy)
Public Sector: NACE Code O-S (Public administration and defence; compulsory social security; education; human health and social work activities; arts,
entertainment and recreation, other services)
Source: Eurostat, Labour Costs Survey 2012, calculations by the authors

per year

5,057

13,969

25,108

13,007

58,021

11,777

41,024

41,244

36,675

10,749

41,300

31,826

8,927

7,439

51,852

43,750

10,950

17,470

6,102

11,804

22,144

27,053

39,738

32,275

per month

421

1,164

2,092

1,084

4,835

981

3,419

3,437

3,056

896

3,442

2,652

744

620

4,321

3,646

913

1,456

508

984

1,845

2,254

3,312

2,690

per hour

2.90

7.91

13.84

7.42

35.98

6.54

25.00

25.13

23.33

6.01

24.06

19.35

4.94

4.17

29.12

24.64

6.24

10.21

3.29

6.87

12.94

15.36

18.23

18.33

per year

4,858

15,200

25,125

12,447

49,883

10,322

37,709

36,228

29,674

8,656

47,965

31,833

8,050

7,831

53,257

42,041

10,919

18,684

5,424

9,749

23,692

26,788

39,092

30,107

per month

405

1,267

2,094

1,037

4,157

860

3,142

3,019

2,473

721

3,997

2,653

671

653

4,438

3,503

910

1,557

452

812

1,974

2,232

3,258

2,509

per hour

2.93

8.79

15.38

7.16

33.31

5.97

23.07

23.63

20.13

4.88

32.33

22.71

4.57

4.67

31.95

26.87

7.22

11.92

2.96

5.96

14.18

16.81

18.51

18.13

per year

96.1

108.8

100.1

95.7

86.0

87.6

91.9

87.8

80.9

80.5

116.1

100.0

90.2

105.3

102.7

96.1

99.7

106.9

88.9

82.6

107.0

99.0

98.4

93.3

per month

96.2

108.8

100.1

95.7

86.0

87.7

91.9

87.8

80.9

80.5

116.1

100.0

90.2

105.3

102.7

96.1

99.7

106.9

89.0

82.5

107.0

99.0

98.4

93.3

per hour

101.0

111.1

111.1

96.5

92.6

91.3

92.3

94.0

86.3

81.2

134.4

117.4

92.5

112.0

109.7

109.1

115.7

116.7

90.0

86.8

109.6

109.4

101.5

98.9

Private sector in Euro Public sector wages in %
of private sector wages

Public sector in Euro



All in all, our findings confirm the results of previous studies of a highly diverse
picture as regards the comparison of public and private sector wage levels
across Europe. According to the Eurostat LCS data, there were 13 EU countries
where average public sector wage levels were higher than in the private sector
and 10 EU countries where the opposite was the case. Both groups cover
countries from almost all European regions – with the exception of those
southern European countries for which data is available; i.e. Cyprus, Italy,
Portugal and Spain. They all fall into the first group of countries with a higher
average hourly wage level in the public sector. The private-public sector pay
gap is usually diminished when not hourly wages but instead monthly or even
annual wages are considered. This might reflect the fact that in the private
sector employees often work more overtime and receive more extra payments
and bonuses. On a monthly and annual basis, average wages in the public
sector are higher than in the private sector only in a minority of eight out of 23
EU countries. Interestingly, the public sector premium in hourly wages in
Cyprus, Italy and Spain disappears when monthly and annual average wages
are used as the basis for comparison.

To sum up, recent figures on public and private sector wages levels in Europe
do not confirm the widespread view that public sector wages are usually higher
than wages in the private sector. On the contrary, the picture is much more
differentiated; in around half of the EU Member States private sector wages
levels are higher than in the public sector. To what extent the latter is mainly
the result of recent public sector wage cuts has to be clarified by analysing more
long-term wage trends in both sectors.

4.2 Development of public and private sector wage
levels between 2001 and 2013

In the following, we analyse the development of private and public sector wages
for the period 2001-2013 on the basis of the Eurostat labour costs index.4 We
first look at the period before the crisis between 2001 and 2009, as many
studies on public-private sector wage gaps refer to this period. Figure 1
provides a comparison of wage growth in the private and the public sector in
percentage points. Out of 22 EU countries for which data is available, there are
eight countries where public sector wages grew much faster than in the private
sector with a difference of at least 10 percentage points. With the exception of
Malta, all of these countries are from Eastern Europe where public sector wages
have usually been lower than in the private sector, so that the more dynamic
wage development in the public sector can be interpreted as a catching-up
process. 

Apart from that there were only two further countries where wages grew
significantly faster in the public sector. These two countries were Ireland and
Italy with a difference of 8 and 6 percentage points respectively, while in
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4. A more detailed country by country analysis of the Eurostat labour cost data is provided in a
data appendix to this study.



Poland and the UK, wages in the public sector grew only slightly faster than in
the private sector. Moreover, in the Benelux countries, public and private sector
wages grew almost in line with each other. Finally, there were seven countries
where public sector wage growth lagged behind that of the private sector.
Among them were rather different countries such as Greece, Cyprus and
Portugal, Germany and Finland as well as Slovenia and Latvia. Particularly
striking here is the inclusion of Portugal and Cyprus in this group of countries
because this contradicts the widespread claim that “excessive” public sector
wage developments in the run-up to the crisis undermined the competitiveness
of the private sector in these countries. In contrast to that, Greece seems to
confirm the picture of a strong public sector wage leadership as public sector
wages grew much faster in the period 2001 to 2008. The sharp cuts of public
sector wages in 2009, however, have already more than offset the relative
public sector premium of the 2000s (see the data on Greece in appendix 2).

Considering the whole period between 2001 and 2013, the picture changes
dramatically as now public sector wages grew slower than wages in the private
sector in 14 out of 22 EU countries. In only eight countries, the opposite was
the case (Figure 2). In many countries the relative strong public sector wage
growth in the pre-crisis years has been more than offset by public sector wage
cuts and freezes after the outbreak of the crisis.

The strong lag of public sector wage developments behind the private sector
becomes clear when only the period 2010 to 2013 is considered. For this period,
the Eurostat data covers all EU member states with the exception of Denmark
(Figure 3). In recent years, there were only 4 out of 27 countries (Austria,
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Malta, Slovakia and the Netherlands) where public sector wages grew faster
than wages in the private sector. In the great majority of 23 countries, the
public-private sector wage gap changed in favour of the private sector.
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To sum up, the analysis of wage developments in the public and the private
sector does not confirm the widespread thesis of a clear public sector wage
leadership and the concomitant argument that ‘excessive’ public sector wage
growth contributed to the competitiveness crisis in the southern part of the
EU. Before the outbreak of the crisis in 2008/2009 the picture was rather
mixed with some countries having a stronger public and others having a
stronger private sector wage dynamic. In recent years, however, in most
European countries there is strong pressure on the public sector whereby
public sector wage growth has lagged (sometimes strongly) behind wage
growth in the private sector so that in many cases the previous public sector
pay premium turned into a pay penalty.
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5. Conclusions

The objective of this working paper was to critically review the empirical
evidence and the basic assumptions on which European and national
policymakers base their strategy of cutting and freezing public sector pay as
one central element of the current crisis management. In the remainder of this
concluding section, we will discuss each of the basic assumptions in the light
of the empirical evidence provided in this paper before we then go on to reflect
on what this means for the role of public sector wages in the broader context
of the EU crisis management.

The first underlying assumption of the policy recommendations to cut and
freeze public sector wages is that there actually exists an excessive public sector
pay development in relation to pay developments in the private sector. The
empirical data – both our own and the one of previous comparative studies –
does not support this assumption. What emerges is a highly diverse picture
with respect to both wage levels and wage developments in the public and the
private sector. Our own analysis of Eurostat data shows that, even in the pre-
crisis period from 2001 to 2009, with very few exceptions, public sector wages
only actually grew significantly faster than did private sector wages in those
central and eastern European countries where public-sector wages were
traditionally lower than in the private sector; clearly, the catching-up process
goes some way towards explaining this phenomenon. In particular, the fact
that during the pre-crisis period, public sector wages in some of the “crisis”
countries such as Cyprus and Portugal grew slower than private sector wages,
contradicts the assertion of “excessive” public sector wage developments as
one major cause of competitiveness losses in the private sector of these
countries.

The second basic assumption of the advocates of public sector wage cuts is that
there is a link between public-private pay differentials and a country’s
competitiveness. Or put differently: if there were excessive public sector wage
developments, they would drive up private sector wages and in doing so
undermine the cost competitiveness of the private sector exposed to
international competition. However, neither our own analysis of longer term
wage developments in the two sectors nor Lamo et al’s (2012b) statistical
analysis provide any clear-cut evidence for public sector wage leadership and
a strong influence of public sector wages on wages in the private sector. On the
contrary – as is also confirmed by the European Commission (2014c) – there
is often a mutual influence of private and public sector wage developments,
and even a strong private sector leadership in some European countries.
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Even if – for the sake of the argument – we assume a significant impact of
public-private sector wage differentials on a country’s competitiveness, the
argument is still flawed because it essentially rests on an excessively narrow
conception of competitiveness as cost competitiveness. Such a narrow
conception disregards the evidence of several studies that emphasize the
importance of non-price competitiveness for economic growth. The studies by
Felipe and Kumar (2011) and Storm and Naastepad (2014), for instance, show
that unit labour costs only play a marginal role for export performance and the
current account balance. According to calculations by Storm and Naastepad
(2014: 8), unit labour costs make up only 16% of the total manufacturing gross
output price in the four southern European countries Greece, Italy, Portugal
and Spain. Felipe and Kumar (2011) and Storm and Naastepad (2014)
therefore conclude that the real competitiveness problem of the southern
European countries is not high costs, but the lack of non-price competitiveness
and in particular the low level of complexity of their export basket. It is
interesting that even the European Commission (2012, 2014) mentions the
importance of the high degree of non-price competitiveness when explaining
the good export performance of Germany as the opposite example to the
southern European countries.5

This has important policy consequences because it illustrates the need for a
broader view of competitiveness which takes into account factors such as the
complexity of the export product structure in terms of innovative and
specialized products, technological standards, the general quality of goods and
services and the accuracy and engagement of business relations. Such a
broader perspective should also include basic societal framework conditions,
such as the technological and logistical infrastructure, the systems of skills
formation and research & development, and the culture of industrial relations
(Schulten 2015). Even the ECB’s Competitiveness Research Network, which
was set up in 2012 and which brings together 150 economists from national
central banks, calls for a broader conception of competitiveness that goes
“beyond the traditional focus on costs and prices …[by developing]… additional
indicators aimed at measuring various ‘non-price’ factors of competitiveness”
(ECB 2014: 8). 

Closely linked with this narrow focus on cost competitiveness is the one-sided
supply-side conception of the role of wages as cost factors which entirely
neglects the much broader role of wages in generating domestic demand and
in fostering social cohesion. The narrow focus on cost competitiveness also
systematically overestimates the significance of exports for economic growth.
Feigl and Zuckerstätter (2012) show that even in Germany, which takes a lot
of pride in being “export world champion”, exports actually accounted for only
one third of overall demand for goods and services in 2010. Indeed, in the
whole of the Eurozone, exports account for less than one fifth of overall
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5. For a more detailed critique of the ‘standard view’ of the link between wages and economic
performance which currently dominates the European and national policy-makers’ crisis
management based on austerity and internal devaluation, see Müller et al. (2015).



demand (Feigl and Zuckerstätter 2012: 8). Thus, contrary to the currently
dominant view, domestic demand is still more important for generating
economic growth and employment than are exports. 

Concerning the EU crisis management, this means that the current approach
of trying to boost export growth in the southern European countries through
wage cuts – in particular in the public sector – is not very promising. On the
contrary, in the light of the importance of domestic demand in these countries
– which according to Storm and Naastepad (2014: 12) is about three times the
size of the export demand – such a policy of internal devaluation is most likely
counterproductive. Any potential positive effects of wage cuts and the
reduction of unit labour costs for net exports may be more than offset by the
negative impact of falling real wages on domestic demand. 

Against this background, it is obvious that driving down public sector wages is
not the right recipe to get out of the crisis. On the contrary, a strong public
sector is needed for both to boost aggregate demand and to provide a modern
public infrastructure as major precondition for a competitive economy.
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Appendix 1

Summary of findings of cross-national comparative
studies on the impact of individual and occupational
characteristics on public-private sector wage gap
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Category

Country

Gender

Education

Age

Pay scale

Sub-sector

Type of contract 

Type of wage

Wage setting

Trade union power

Key findings

There seems to be a public sector pay premium in most of the Western European countries plus Slovenia and a
public sector pay penalty in the central and eastern European countries plus France and the Nordic countries
Denmark and Finland. For Lithuania, Malta, the Netherlands, Romania and the UK no significant differences were
found in the most recent studies by de Castro et al. (2013) and the European Commission (2014a). 

Most studies find a public sector pay premium for female workers – However, more recent studies using SES-data
found no “clear-cut” and “broad-based” evidence of such a wage premium (European Commission 2014a: 18; De
Castro et al. 2013: 28). According to these studies female public sector workers enjoy higher earnings only in
Germany, Spain, Ireland, the Netherlands, Belgium, Italy and Portugal.

There seems to be common ground that there tends to be a higher public sector wage premium for lower-skilled
workers with lower levels of education who normally occupy lower job positions. There also seems to be agreement
that in general there is a public sector pay penalty for workers with a high level of education in higher positions.

However, according to the European Commission study (2014a: 19), there are some countries in which high
education levels show a public sector pay premium: Austria, Belgium, Cyprus, Ireland, Italy, Luxembourg, Portugal
and Spain.

On average, public sector wage premium seems to be higher for older workers, but when also controlling for gender,
the public sector premium seems to be higher in particular for young and older female workers (De Castro 2013).

Closely linked to the finding on the impact of educational levels, the existing comparative studies suggest that
there is a more general public sector wage premium for workers at the bottom of the wage scale.

Giordano et al. (2011) found that within the public sector, the pay premium tends to be higher in education and
public administration than for instance in the health sector.

The European Commission (2014a) study found some evidence that there are higher wages paid in the public
sector for workers with permanent and fixed-term contracts and for apprentices.

Giordano et al. (2011) found that the difference between public and private sector pay decreases when
considering monthly wages as opposed to hourly wages and when confining the analysis to large private firm.

The European Commission study found some evidence the public sector wage premium tend to be lower in countries
in which wages are set through collective bargaining rather than through unilateral decisions/legislative acts.

Those studies which considered the impact of institutional factors such as trade unions’ bargaining power did not
find a significant correlation with the size of the wage differential (for instance Giordano et al. 2011).





Appendix 2

Country-specific overview of wage developments in
public and private sector 2001-2013 

Belgium

Wage developments in public and private sector 2001-2013

Over the whole period 2001-2013, there was an almost parallel development
of private and public sector wages. While public sector wage growth was
slightly above that in the private sector in 2003-2006, private sector wages
grew somewhat faster from 2009 onwards. In 2013 the relation was again
reversed with a higher growth of wages in the public sector.
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Bulgaria 

Wage developments in public and private sector 2001-2013

Over the whole period 2001-2013, public sector wages grew significantly faster
than in the private sector. This was mainly due to a much higher growth in the
first half of the 2000s. Between 2005 and 2009, there was an almost parallel
development of private and public sector wages with the former being slightly
above the latter. In the most recent years 2011-2013 private sector wages grew
again somewhat faster than in the public sector.
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Czech Republic 

Wage developments in public and private sector 2001-2013

Over the whole period 2001-2013, public sector wages grew somewhat faster
than in the private sector. This was mainly the result of a much higher growth
rate in the first half of the 2000s. Since 2006, private sector wages as a rule
grew somewhat faster than in the public sector with the exception of the crisis
year 2009 and most recently in 2013.
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Cyprus

Wage developments in public and private sector 2001-2013

Between 2001 and 2008, public and private sector wages showed almost a
parallel development. From 2009 to 2011, private sector wages grew somewhat
faster. Since 2011 both private and public sector wages declined strongly,
whereby the fall was much faster in the public sector.
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Estonia

Wage developments in public and private sector 2001-2013

Between 2001 and 2007, public and private sector wages showed almost a
parallel development. Between 2008 and 2010 there was a decline in both
private and public sector wages. Since then private sector wages grew
somewhat faster than wages in the public sector.
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Finland

Wage developments in public and private sector 2001-2013

Over the whole period 2001-2013, wages grew significantly faster in the private
sector than in the public sector. This was mainly due to much higher wage
increases between 2001 and 2007. The public sector caught up, however, to a
certain extent in 2008 and 2012. In 2013, public sector wages again grew much
slower than private sector wages.
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Germany

Wage developments in public and private sector 2001-2013

Over the whole period 2001-2013, the increases of private sector wages were
significantly higher than in the public sector. There were only two years (2009
and 2013) in which public sector wage growth exceeded that of the private
sector. 
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Greece

Wage developments in public and private sector 2001-2013

Between 2001 and 2008, public sector wage increases strongly exceeded those
of the private sector with the exception of the year 2006. Since 2009, both
public and private sector wages showed a sharp decline, whereby the drop in
public sector wages was much sharper.
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Hungary

Wage developments in public and private sector 2001-2013

Between 2001 and 2008, public sector wages grew much faster than wages in
the private sector which was mainly due to extraordinary strong increases in
the years 2001-2003. In 2009 and 2010, the public sector faced significant
wage drops, while in the private sector wages continued to grow and in 2013
caught up with the public sector.
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Ireland

Wage developments in public and private sector 2001-2013

Between 2001 and 2009, public sector wage growth was slightly above that of
the private sector. This was mainly due to a very strong increase in the years
2004 and 2005. After a relatively strong decrease in 2010, public sector wages
have continued a downward trend, while private sector wage growth remained
slightly positive.
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Italy

Wage developments in public and private sector 2001-2013

Between 2001 and 2007, public sector wage increases strongly exceeded those
of the private sector. From 2007 onwards the picture reversed and private
sector wage growth was faster than in the public sector. In 2001 and 2010,
public sector wages showed a relatively strong decrease.
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Latvia

Wage developments in public and private sector 2001-2013

Between 2001 and 2008, public and private sector wages showed almost a
parallel development with a slightly stronger growth in the public sector.
Afterwards, in 2009 and 2010, wages decreased in both sectors, while the drop
was much more pronounced in the public sector. Recently, in 2011-2013, wages
have increased again in both sectors on relatively equal terms.
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Lithuania

Wage developments in public and private sector 2001-2013

Between 2001 and 2008, public and private sector wages showed almost a
parallel development with a slightly faster growth in the private sector.
Afterwards, in 2009 and 2010, wages decreased in both sectors, with a much
more pronounced drop in the private sector. In the recent years, 2011-2013,
wages have increased again in both sectors, while private sector wages have
somewhat caught up again.
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Luxembourg

Wage developments in public and private sector 2001-2013

Over the whole period 2001-2013, there was an almost parallel development
of private and public sector wages. Only in the most recent period between
2011 and 2013, public sector wage growth lagged somewhat behind that of the
private sector.
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Malta

Wage developments in public and private sector 2001-2013

Over the whole period 2001-2013, there was a significantly higher wage growth
in the public than in the private sector. There was no clear pattern in the annual
wage growth because wage leadership changed quite frequently between public
and private sector.
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Netherlands

Wage developments in public and private sector 2001-2013

Over the whole period 2001-2013, there was an almost parallel development
of private and public sector wages. Until 2009, private sector wages grew
slightly stronger than in the public sector, while after that public sector wages
grew somewhat faster. In 2013, the private sector has caught up again.
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Poland

Wage developments in public and private sector 2001-2013

Over the whole period 2001-2013, there was an almost parallel development
of private and public sector wages. Only after 2009, public sector wages grew
slightly stronger than in the private sector.
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Portugal

Wage developments in public and private sector 2001-2013

In 2001 and 2002, public sector wage growth exceeded that of the private
sector. Since then, the picture reversed as private sector wages often increased
much more than wages in the public sector. Public sector wages also showed a
strong decrease in the years 2010-2012 and only started to increase again in
2013. In the private sector, wages also decreased in the years 2012 and 2013.
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Romania

Wage developments in public and private sector 2001-2013

Between 2001 and 2005, there was an almost parallel development of private
and public sector wages. From 2006 to 2009, public sector wages grew much
faster than in the private sector. In 2010, there was a sharp drop of wages in
the public sector while private sector wages continued to increase. In 2012 and
2013, public sector wages caught up again with developments in the private
sector.
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Slovakia

Wage developments in public and private sector 2001-2013

Over the whole period 2001-2013, public sector wages grew significantly faster
in the public than in the private sector. The only main exception was the year
2011 when public sector wages were frozen and private sector wages increased
quite substantially.
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Slovenia

Wage developments in public and private sector 2001-2013

Apart from the years 2001 and 2009, private sector wages, as a rule, grew much
faster than wages in the public sector. In 2010, 2012 and 2013, public sector
wages even decreased significantly. Private sector wages have also decreased
in 2013.
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United Kingdom

Wage developments in public and private sector 2001-2013

Between 2001 and 2008, there was an almost parallel development of private
and public sector wages. Between 2009 and 2011, wages in the public sector
grew somewhat faster than in the private sector. After that, private sector wages
grew somewhat faster. In 2012, public sector wages showed a significant
decrease while private sector wages continued to grow.
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